
The New Generat ion Cornrnunlcat lons Company 

Secretary 
Federal Communications Commission 

Washington, D. C. 20554 
445 12th Street, S.W DOCKET FILE COPY ORiGiRiAL 

To Whom It May Concern: 

Attached you will find the System Audit Report and Auditor's Letter of Certification for 
Network Enhanced Telecom, LLP for the payphone compensation audit for 2005 as required 
by the FCC under Section 64/131O(a)(l) of the CC Docket No. 96-128. This audit attests to 
the fact that the company maintains a payphone compensation processing system that is 
compliant with the FCC's rules. 

An additional requirement of the Commission is that the Completing Carrier must provide 
name and contact information for the person responsible for handling the payphone 
compensation and resolving disputes. 

As of July 1, 2004, Network Enhanced Telecom. LLP contracted with Billing Concepts, Inc. 
to process and manage its payphone call records for payment to and dispute resolution with 
payphone service providers. 

Below is provided our internal contact information as well as contact information for our 
payphone compensation clearing-house, Billing Concepts. 

Completing Carrier: Network Enhanced Telecom, LLP 

Brian Mashburn 
Carrier Billing Manager 
Network Enhanced Telecom, LLP 
119 W. Tyler Street, Suite 100 
Longview, TX 75601 
903-323-481 9 
903-247-4862 (Fax) 
bmashburn@networkirxnet 

Peggy Gaitan 
Dial Around Compensation Manager 
Billing Concepts, Inc. 
7411 John Smith Drive, Suite 200 
San Antonio, TX 78229 
210-949-7109 
210-949- 2601 (Fax) 
peaa~.flaitan~billinaconcepts.wm 

Please tile this audit of record with the FCC and provide a confirmation number to me as 
soon as possible. 

Thank you for your assistance and please call me should you have any questions. 

Sincerely, 

Toni Van Burkleo 
Chief Financial Officer 

119 West Tyler Street, Suite 100 Longview, Texas 75601 
Offiu (903) 323-4900 t n z  (903) 323-4849 1 W  http://www.networkip.net 

http://www.networkip.net
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Telecommunications Audit Ucpnrtment 
Carrier Compliance 

missy sue maw. CPA 

FINAL 

Auditors Report: FCC Order 96-128 

Communications 

76u Markd SVCCI. Suite 3 15 
SanFmcism, CA94102 

Tel (415) 820-9070 
Fax (415) 820-9075 

misysuc(@rnasstel.com 

We have examined the accompanying description of the controls at Network Enhanced 
Telecom, dba NehvorkIP. (NetworklP) applicable to rewrdkwping, reporting, and 
payment provided to payphone service providers serviced through the switch. Our 
examination included procedures to obtain reasonable assurance about whether (1) the 
accompanying description presents fairly, in all material respects, the aspects of 
NetworkP’s controls as it related to PSP compensatioq (2) the controls included in the 
description were suitably designed to achieve the control objectives specified in the 
description, i f  those controls were complied with satisfactorily, and (3) such controls 
have been in place since June 30, 2004. Our examination was performed in accordance 
with standards established by the American lnstitute of Cenified Public Accountants and 
included those procedures we considered necessary in the circurnstancesto obtain a 
reasonable basis for rendering our opinion. 

In our opinion, the accompanying description ofthe aforementioned controls of 
NetworklP, presents fairly. in all material respects, the relevant aspects ofNetworklP’s 
controls that have been placed in operation since June 30,2004. Also, in our o p i n i o ~  the 
controls, as described, are suitably designed to provide reasonable assurance that dial 
around compensation objectives, as documented in FCC Order 96-128 would be achieved 
ifthe described controls were complied with satisfactorily and third parties applied those 
aspects o f  internal control contemplated in the design ofNetworkIP’s conmls. 

In addition to the procedures we considered necessary to render our opinion as expressed 
in the prior paragraph, we applied tats to specific controls, as listed in Section 4, to 
obtain evidence about their effectiveness in meeting the related control objectives during 
the period from April 200.5 to June 30, ZOOS. The specified conlrol objectives, controls, 
and the nature, timing, and results ofthe test are listed in Section S. This information has 
been provided to all interested parties. In our opinion, the controls that we tested are 
operating with sufficient effectiveness to provide material and reasonable assurance that 
the control objectives were achieved during the period between April 1, 2005 and June 
30, 2005. 

The relative effectiveness and significance of specific controls at NetworklP and their 
effect on assessments of control risk for PSPs are dependent on their interaction with 
internal control, and other factors present at PSPs and PSP aggregators, as well as the 
internal controls of third parties involved in NetworklP’s processing of PSP dial around 

mailto:misysuc(@rnasstel.com
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conrpensation. We  have performed no procedures to evaluilte the etfcctiveness of 
internal control at any third party associated with this proccss. 

Thc description of controls at NetworklP is as ofJune 30,2005 and information about 
tests of the operating effectiveness covers the period from April I ,  2005 to June 30, 2005. 
Any projection ofslich infomation into the Ihture is subject to the risk that, because of 
change. the description may no longer portray the system in existence. The potential 
clYectiveness of specific controls at NetworklP is: subjtx? to inherent limitations and, 
accordingly, crrors or fraud may occur and not be detected. Furthcrmore, the projection 
of any conclusions, based on ow findings, to future periods is subject to the risk that (1) 
changes made to the system or controls. (2) changes in the processing requirements, or 
(3) changes required because ofthe passageoftime may alter the validity ofsuch 
amclusions. 

This report is intended solcly for use hy management ofNctworkLP, PSPs and other 
vendors of interest. the FCC in verification of fulfillment ororder 96-1 28, and the 
independent auditors associated with such organizations. 

Sincerely 

' Missy Sue Mastel, CPA 
Mass-Tel Coinmunications 
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Section I: Oveniew of Operations and Internal Control 
Features 

Overviau of Operatiuns 

Beginning o n  April 1,2004. NetworkIT entered into an agreement with Billing 
Concepts), lnc. (BCI). to provide an outsourccd solurion to the record-keeping, validation 
and payment of Dial-Around Compensation requircmcnts. To that end. much of the 
process dcscribed in the processing and handling of Dial-Around Compensation 
("DAC") is internal to BCI and has been audited by independent auditors. While we may 
reference aspects from their report in describing the overall process, we have not audited 
these systems and processes, and are relying on the information provided and audited by 
HCI and their independent auditors. 

DAC is the system whereby owners of payphones arc compcnsated when a user places a 
calling card or othcr dial-around service to place a long distancc call. Evcry time a person 
uses a payphone fo place a long-distance call and dials a long-distance mmpany other 
than the one assisned to the payphone, the dialed company mus? pay the payphone owner 
a f i  Payphone service providers and aggregators bill the SBK (switched based 
resellers) or I .EC by providing a list of AMs,  and the IXC and SRR match those ANIS to 
Call Detail Records (CDRs) from thc switch and pay on all calls that require 
compensation. Since payment i s  only due on completed calls when dial around services 
are used. the carrier's CDR utility program captures all relevant data pertaining to 
whether the call requires DAC or nor. 

A s  a result of contracts beginning in April, 2004, BCI will be providing reconciliation 
and payment serviccs with regard to PSP compensation for NetworklP. 
its such, we have reviewed the rcport on internal controls verified by the BCI Auditors, 
Padgctl, Struemann and Co, LLP. U'hile we have not reviewed the internal wntrol~ at 
BCI. wc notc that Ihey have been audited. and that we are relying on their internal 
controls over the processes that affect the accuracy ofthe PSP compensation serviccs 
provided. 

In the quarter under review and for all quiuzcrs sirice July 1. 2004. all PSP and PSP 
aggrcgators who invoice NetworklP for DAC are using the BCl platform fix processing. 
Thc only exception is l'or International loll Free Services (II'FS) calling, for which all 
surcharges are biiled by the undcrlying carrier. As these calls are internationally 
generated, we do not believe they are a concern ofthe FCC 96-128. izppears reasonable. 
We will perform procedures on the domestic reconciliation proccsscs as it pcrtains to thc 
accuracy, timeliness and completeness ofthe records for DAC. 

General Operations 

NetworklP sells toll free service for prepaid calling cards to thcir customcrs, including 
LEC's and other SARs who want to offer toll free based calling cards to their customers. 
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These numbers are then printed on cards and sold to end users. Thus, all the calls 
processed through the Nortel switch are coinless calls, although payphone, operator 
services and hotel phones are common methods of access. 

4s an SBR, NetworkIP dms not have any direct relationships with the PSPs or PSP 
aggregators. All payphone owners with claims against the calls that are processed 
through the NetworklP's switch invoice BCI, who kwps an ANI master list on behalf of 
dl the PSP carriers. NctworkIP records every call that comes in with an infodigit that 
proscribes whcther the call originates from a payphone. A report of completed and 
compensablc calls tracked in their switch is generated each month and uploaded to BCI. 
who reconciles the call data against the A M Y  invoiced. Rep& are prepared for 
NeiworkTP summarizing the calls that were reconciled, suspended, and back-paid. and a 
hill  for payment is generated. A wire transfer payment is made to UCI, who in turn 
prcpares another report and checks for the PSPs and PSP aggregators summarizing the 
mils made over their ANIS. Disputes with the PSP are gmcrally handled by the LEC. 

General Reconciliation Process 

Networkll' has allowcd a third party, BCI, to manage the PSP vendors, receive invoices 
relating to the B T k  under management by ihe various payphone providers and their 
associations, and submits invoices or claim reports. to NdworkIP for payment. The PSP 
submits its ANIS and invoices, if available, to BCI. Since NctworkIP is an SBR not a 
LEC, it does not kccp AN1 da tahaw rdther only provides call record detail to BCI for 
their reconciliation process so that the LECs can reimburse their subscribing PSPs. 

Each quarter, reports on CDRs are generated by the NetworkIP's ODESSI Platform, 
using parameters that ensure that all eligible compensable calls are recognized. These 
reports generate CDRs that are tlagged "1" in the payphone field, comc in on carrier 
specific trunks and have a 27, 70, or 29 in the info ID field. 29 i s  an uncommon digit 
identifier since it indicates a prison payphone. We nnte NetworklP had not been 
recognizing 07 as an infodigit, as they had received information from their carrier that 07 
was not a valid payphone digit in use anymore. Wc tested the occurrence of this digit. 
and noted that it is lcss than I% of their total calls. Additionally. 07 infodigits can be 
sourced &om other phones that arc not payphones. and NetworkIP had received 
complaints l+om their customers around misbilling for 07 infodigits as payphone 
originating calls. We recommended that NetwwklP tun additional queries for the 2"' 
quarter, 2005 that match up both the 07 infodigit and the compensable payphone ANIS to 
determine the matcriaiity of the non-compensed 07 infodigit. If thc amount is determined 
to be material. then wc recommend khat NetworklP pwforrn a sort of data on the 07 
infodigit each quarter. using an APCCC provided list of exclusively 07-coded ANI lines. 
'vetw0rkl.P has agreed to begin this process to dctmmine materiality. Appears reasonable 

For RCI reconciliation 
CUlZs are sortcd via the ODESSI platform into a report, called the 
cdr puyi,hons 9y,vmm rahle This report is prepared on the 2* of the month for the 
previous month The calls sent to BCI following criteria 
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1) The inbound carrier is one ofthose listed in the CARRIERS file 

2) The billing sctvicc is not a tandem service (one where thc customer has 
a g r d  to handle their own DAC responsibility) 

3) The inbound trunk p u p  is not supplied by the customer (the customer again 
has DAC responsibility) 

4 )  The DNlS begins with 800,866,877. or 888 

Thc records are written to the file according to the format table required hy HCI, 
including CIC codes and carrier identifiers The file is then comprewd and put into 
another server with public internet access so that BCI. can access the approved records via 
F'fP on the 5" of the month. 

BCI performs reconciliation on a quarterly basis, whereby they compare ANIS reported 
by the PSPs to the database of calls provided by the ODESSl platform reports, and 
validates the claims for paymeiit by the PSDs. All ANIS provided by the PSPs are kept in 
a database by BCT with status and status codes, and are validated by the LECs. 

'The RCl reconciliation also has a potential fraud check in their system, currently set to 
720 calls per ANI per month-any ANI  reported that has a count in excess of this 
amount is called out as an exception and fUrther investigation is undertaken. 

Cliiim reports sorted into various spreadsheets by carrier, by check. and by submission 
are available and are submitted to NetworkP, and once NetworklP validates the report 
and the total, the agreed-upon amount is paid via wire transtkr. BCI rnakcs paymcnt to 
the PSPs and aggcegatars accordingly. 

For In-House reconciliation pmceddures (ITFS) 

In  mal^ the in-house procedure works on a ma l  call record for a given process. and 
detail is not verified. However, most of the discrepancies between the carrier invoicc and 
the CDRs stems from errors of classification between domestic and international calls. 
Thus the reconciliation and support that is sent to the undcrlying carrier result in a credit 
Yrom the carrier in subsequent months. Network 1p uses the reconciled CDRs with thc 
infodigits and the type of completed calls. or digits dialed, fields to identify the non- 
compensable calls in their dispute. 

Processing Detail 

Yoriel is a dumb switch and all call records are generated from the NctworklP platform, 
This platform routes, rates and records all the infomiation palaining to the call. CDRs 
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are created real time and then dumped into an Informix database. On the third of each 
nwnth. Josh h i n g s .  programmer, runs reports from the ODESSI platform sorted by 
carrier and date. These reports are delimited texi tiles run in the DSMS program 
(Disrributor Services Management System. repotling interface) fmm the switch. RCI 
performs ali proccdurcs for reconciling the data related to ownership of ANls between 
the invoices provided by the PSP and the LEC validating information. Appears 
reasonable. 

MCI also uses NetworkiP to process some calls over its own carrier-owncd payphones, 
and these are handlcd over segregated trunk groups. For these call records, MCI 
maintains and provides NetworklP with.a payphone database, and reconciles all 
payphone ANI'S. Since thesc are MCI's owned payphones. the carrier does not bill 
NetworkIP for DAC on these calls, but does take call records tiom NetworklP for billing 
to the end user. PSP compensation on these trunk groups may have infodigits of 27, 29, 
70 or possibly the old 07 for older payphones. We examined the logic on the MCI look- 
up table, appears a reasonable exception. MCI gathers the raw call data on these trunks 
and performs their own reconciliation. 

Data Integrity 

Per Toni Van Burkleo, CFO, and Josh Owings, Pmgrammer, all records have been kept 
since inception and information related to CDRs is maintained livc on the systcm for thc 
past 13 months. After this period, all other files are burned to CD and stored at the bank 
Per Josh, data integrity on these CDs is not tested regularly, although NetworkIP has 
agreed to institute procedures for regular testing of the back-up data, including uploading 
the ofiline database to an archive server and restoring the data to a server which is 
running Informix. Appears reasonable. 

Reconciliation Process Detail of DAC for PSPs 

For our understanding of the reconciliation process undertaken at BCI, we ured the 
auditor's report of Padgett, Stratemann & Co., LLP, as submitted and included in OUI 

work papers. 

'lhe Payphone Service Providers submit rhcir ANI  itil'onnuion directly to nCl, 
Amregator files are processed l o  ensure that the PSPs are properly grouped by cotnpany 
number PSPs are able to make claims against the current and prior 6 quarters. 

BCI is responsible fur validating the files coming in from the LEC and the PSPs, creating 
the databases and updating them for the new information and disconnect information 
each quarter, A Utility program is used to process the disconnect files, then the LEC files 
and the PSP files (prior quarter changes are processed at the same time as the current 
quartcr files). The processing crcatcs rcports, which arc stored and archived to CD. Calls 
are sorted into categories by PSP and IEC,  or SBR, and invalid claims, meming A M s  
without. calls, and calls that are unmatched. are kept in suspense account n cwe the PSY 
wlll make a later claim on them. 
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At this point, ownership errors are identilled and ventid manually by BCI. 
Discrepancies in AM reporting are attempted to be resolved first by comparing the data 
10 prior quarter is used to try to identify thc error. If the ANI is not located, it is rcportcd 
to the PSP and updated lo the payment information. 

Once the errors have been corrected, A M  status report files are created for each PSP 
satisfying the reporting requirement to the PSP An AM Master List File is generated. 
and several reports, including ANIS assigned to PSP IDS and names are generated from 
this Master File, 

4t. any time during the quarter. the SBR may suboiii new inlormalion relating to the 
ownership of certain AMs, and they are incorporated into the quarter being procossed 
and run against the prior 6 quartcrs. as noted above. 

Call Records 

YetworklP ensurcs thc completeness and accuracy ofthe call records through their CDR 
gathering process. 

NetworkIP sclls toll free service for prepaid calling cards to its customers, including 
I..E:C:s and other SBRs who want to offer toll b a d  calling cards to their customers. 
These numhers are then printed on cards and sold to end users Thus, all the calls 
processed through thc Noflel switch are coinless calls. although payphone operator 
services and hotel phones are common service providers. 

Each toll Free DNlS that hits the switch is preprowammcd to a single customer’s 
ilccount. lf a toll free number is dialed and the switch does not recognize it. it is not 
processed by the Nortel We inquired as to whether a toll fie number can be sent over 
tom the Nortel Switch without being programmcd to a customer, and those calls are 
rcpotied as a non-assigned account which is then researched. 
411 toll Free calls that originate on the NetworkIP network are routed to the NetworklP 
switch for termination ofthc dialed number. 

If the number i s  programmed into the switch but unassigncd to a customer, then it is 
absorbed in1.o the house account. Each NctworkP customer has assigned toll free 
numbers thal NaworkIP processes on its behalf, so the only numbers that are in the house 
account arc test accounts and employee or vendor numbers, a small amount which is 
controlled by Network TP as it is non-revenue. 

Call records are processed though a proprietary platform and OUESSI, a reportinrJqucry 
platform that intersects with the Nortel. For cach CDR he system generates fields to 
identify the orignation and completion information on the call. These are set up through 
logic that is programmed into the NetworkTP Platform. 
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Vie infodigit field idcntifies what the service originating the call. 27, 70, and 20 
are the propcr identifiers for payphone services, We note that 07 is being 
reconstnicted for quarter, 2005 to detcrmine the materiality 01’ the 
compensable subset of 07 CDRs. Appears reasonable. 
The Payphone Compensation ficld determines whether or mi the call is eligiblc 
for payphone compensation. 
Out Flag - Determines whether or not the call was completed in the platform 

* Dial-Around - Dctcrmine whether the caller used a dial-around method to engage 
a different carrier via the equal acces rules. 0 means no dial-around. whereby any 
other digit signifies that another carrier was selected by the end-user. 
Re-cirigination flag. which indicates whether the dl is an additional call being 
made on the same original dial. Per discussion with Toni Van Rurkleo, we noted 
that re-origination was not paid out due to a misunderstanding ofthe regulation, 
but that re-origination calls will be reconstructcd for T1 quarter, 2005 to 
determine the materialily of this DAC. Appears reasonable. 
Completion Flag - This is the only indication that the call has actually been picked 
up by !tie receiving party In many instances, the LEC will invoice Tor delivered 
calls. which are callv that pass through their switch. but will not he able to 
determine whcthcr the call has been completed. This is the main discrepancy that 
occlirs in the LEC billing, and support for NetworklP’s claim is based on this 
field. 

The NetworkP Platform will attempt completion for up to 3 minutes bcfore terminating 
the call and dewmining it to be an incomplete call. 

CDRs are sorted via the ODESSI platform into a report. called the 
cdr.payphone_yyyymm table. This report is prepared on the 2nd of the month for the 
previous month. The calls sent ovcr to BCI match the following criteria: 

I )  The inbound carrier is one ofthose listed in the CARRIERS file. a d  

2) ‘The customers arc not specifically excluded from thc BCI procws. generally 
because they handle their own DAC. 

Files are sent over FTP in the pre-approved formats provided by BCI. Once validated, 
RCI backs up the file to CD, and copied to the server, and processed. 

When the call records havc been processed and the invoicc summary iable has been 
updated, the processing Clerk for BCI checks for fraudulent ANIS. A threshold of 720 
calls per month per AN1 trimers a fraudulent report md denies the PSP claim 
automatically The responsibility for validating the call infomiation lies with the PSP and 
the SRR. 

The call records sent over arc then run against the ANI master database for the quarter. 
and the calls are allocated to PSP and LEC, as rcquircd. Quarterly reports are generated 

. 
, -. _, , . - I . ._ , -  __ 
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65 days after the quarter close, indicating what is being paid to nCl on beblf ofthe 
PSPS. 

l’hc quarterly reports summarize call records processed into one of the following 

I) No Claim - reflects calls associated with ANIS recogniztd by the SER and 

catesones: 

appearing on the call records, but not yet claimed as an ANI owned by a PSP. 

2) Claim Validated - reflects calls processed by ANIS that appear on invoices from 
PSPs, have been validated by the RCL systems that those ANTI belong to that PSP. 

3 )  Claim Not Validated - reflects calls processed by Ah% belonging to PSPs that 
have rcquestcd compensation From users for the applicable quarter, but the SBR 
has not reported ownership information for these ANIS. 

4) Suspense - reflects calls associatcd with ANIS involved in an ownership dispute. 
Ownership disputcs result when the SBR reports different information related to 
ownership than the PSP. or when multiple PSPs claim the same ANI and the SBR 
information does nut validate any ofthc claims. 

5)  Potential Fraud - rcflects calls associated with ANIS that exceeds the 700 call 
threshold for the number of calls pet. month. Thresholds may be adjusted by 
Network IP via call request. 

When PSP payrncnts are approved via the report. the payment schedule files are used to 
creaie a spreadsheet that is sent to ECI’ accounting department to process checks. The 
tiles are also used to tireate payment summary Reports that me sent to the PSPs with their 
check. 

Once payments arc sent, the Payment Detail files are used to mark the payment date in 
the Call Record entries and stored in the Invoice Summary tables, thus recording which 
calls have been paid upon and which remain outstanding due to ANI validation dispute or 
iiaud. NO CLAIM calls are accrued, 

When a quarter becomes incligiblc for payment request, unpaid Call Rewrds are marked 
as Expired on the Invoice Summary report, and all unclaimed call records are expired by 
the program. 

Quarterly information is stored for two years. Storcd databases at ECI are analyzed 
periodically to ensure that the data remains intaci. 

Disputes 

If a P W o r  aygrepator has a dispute about the payment made, the PSP can request that i ts 
original file (or a newly submitted tile) be chcckcd in greater dctail. nCI will try lo 
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resolve the issue by hand-checking the reports, and it'DCt management cannot resolve 
ihe dispute, then the information is passed on to the LEC to try to obtain additional 
information 

Internal Controls 

Control Environment and Orgrnizational Chart 

Platform responsibilities lic with Josh Owings. who programs the systcm to locate 
infodigits and other information relevant to the I IAC system. Only 12 people have 
.ucess to the Nortel and the Informix system, but the% are limited, user-pmfiled. and 
iecure. 3 people have full -control root-access, Tisha Oden, DBAI Bill Converse, Sr 
Programmer, Dan Smith programmer, all in Austin, have access to change payphone 
logic. 

Monthly reports are gathered and sent to BC1 by Josh Wings. Programmer, who sends 
them to BCI and sends a summary to Martha Middleton, Accountant, who reviews the 
reports on a monthly basis and reconciles them to the repons from ODESSI before Josh 
sends them out to ensure that they appear matcrially accurate and that there are no large 
or unusual aspects to the report before they arc sent lo BCI. If there are diwepancies, 
Josh is asked to remn the report, and then the report is reviewed manually 

At this point, the remainder of the proccsaing of PSP compensation is processed by HC1 
and is reliant on their internal control structure. 

The payment detail rcpon is received within 65 days after the quarter ends and is 
revicwed by Manha and is both trended against prior quarters tbr reasonableness and 
reconciled against summary monthly reports on payphone records collected After 
review, it iu app~oved by Toni VanBurMeo. CFO, and this approval is communicated to 
BCI and payments are made to the PSPs by the end ofthe month. As approval and 
preparation of rcporting information are kept separate, thcrc appears to be little room for 
irrternal employee fraud outside of collusion. Payment of Invoice was due on September 
16, so that the PSP can be paid by September 30, 2005 Appears reasonable. 

Wc note that the BCI rewnciliation process and the overall integrity of the DAC system 
rely on several internal controls to ensure the integrity of the system. These controls are 
communicated and cornplicd with by NetworkiP in the following: 

General Contract and Regulatory Requirements 

Pcr the agreement between BCI and NetworkIP, each company and their representatives 
are responsible for maintaining compliance with laws. regulations, tariffs, and other 
general requirements in the course of doing husiness. NetworklP has provided 
documentation that they recognize these requirements and understand their responsibility 
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to comply with t h a n  Af the same time, the integrity of the compensation system requires 
that RCI remains in compliance with all their attestationsunder the agrement. We also 
obtained and reviewed an exccuted copy of the agreement, which indicates each party 
understands of their obligations. Appears reasonable. 

Access Controls 

NetworklP has min ta ind  sufficient controls over who has access to switch and the 
reporting systems and under which circumstances changes and updates can bc performed. 
The controls in piwe include; 

Limited access to switch and reconciliation processes 
Segregation of duties among report generation, rwncilialion and payment 
approval 

Appears reasonable. 

File Completeness and Timeliness 

NetworklP provides complete files, including completed call records for payphone 
originated calls, md are responsible for the completeness, accuracy. and timelincss ofthe 
call record tiles. The controls in place to provide such files are: 

Payphone logic that is standardized and verified 
Easily tracked sorting and filtering parameters 
Verification field in the reports 
Monthly reports generated on the 3'd and t.ransfetsed on the 4" ofthe subsequent 
month 

Payment Authorization 

NetworkIP reviews and authorizes BCI to make payments to PSPs md aggregators from 
thc s u m m q  payment documents submitted and validated with the LEC. Proper 
approval is controllcd by Toni Van Burklco, CFO. 

Completeness of Records Processed 

NetworklP validates the summary payment reports rcceived from the reconciliation 
process at BCI by creating a reconciliation report by month to ensure that dl calls sent 
werc processed. This ensures that the quarterly reports provided by BCI that summarize 
the number of records received and the results ofthe processing of those records, 
including the payments made on their behalf, are reconciled 10 the total number of 
records submitted. Appears reasonable. 

Dispute Raolution 

Thc FCC requires that a standardized proccss be in place to settle disputes that i s  data 
reliant. UetworkP allows BCI to handle all disputes between the LEC and PSP mith 
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regard to ANI ownership, and to provide whatwcr dctail support may he necessary to 
validate any particular claim against a CDR or its QAC status. Appears reasonable. 

Payment Rate 

NetworklP uscs the default rate with invoicing PSPs, there are no exceptions. For in- 
house procedures, the carriers were charging a slight m q i n  on each compensable cdi, 
but thcx charges have heen eliminated with the adoption of the BCI outsourcod 
reconciliation and payment process. Internal controls relating to rale verification include 
validating on BCIs summary report that all calls are included at the .494 per eligible call 
ratc. 

Fraudulent Call ID 

While BCI has a standard threshold for investigating fraud, which appears reasonable, wc 
note that NetworklY can influence this threshold if necessary by placing a call or an cmail 
to do so. Only specific personnel can do so. All ANIS where fraud is suspect are pulled 
out for tiinher investiption by HCI personnel, and information necessary to corroborate 
the calling rates can be provided We did note that there was an ANI indicating unusual 
calling trcnds during the quaner under review and that BCI identified the A N I  for 
NetworkIP, NctworklP has put the ANI under fimher investigation before payment. and 
the PSP owmr has been notified of additional proccdurcs before paymcnr. Appears 
reasonable 

Contingency Procedures 

Because NetworklP ran all of their rcconciliation proccdures in housc bcforc thc adoption 
of the BCI external process, NetworkIP should be able to obtain the updated ANI Master 
List from BCI in the event of an emergency and pay PSPs and aggregators in a 
reasonable timeframe. Appears reasonable. 
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Section 2: Significant Control Objectives 

The principal objectives of the system of internal controls pertaining to rcmrdkeeping, 
reporting, and payment verification are as rollows: 

i Policies and procedures are in place to ensure payment rates conform to FCC 
izlles. either by default or as agreed to between parties. 

k Policies and procedures are in place relating to reporting elements as required in 
the outsourced service Agreement 

+ Data is stored for a period at least as long as required by FCC rules 

+ Procedures are in place to establish. corroborare and validate proper PSP 
ownership 

i Systetn reporting fur all eligible calls is both accurate and complete 

i Sprcilic perxinnel have been identified as responsible for drafting and 
maintaining neccssary business requirements relating to NmorkIP’s system 
requircments 

> Specific personnel havc been identified for verifying compensation to PSPs 

k Specific personnel have been identificd for handling dispute resolution with PSPs 

> Quarterly reports verified for payphone cull counts, PSP identitics, numbers 
called. and infodigits. 

i Procedures are in place to identify and investigate potentially rrauduleni calls and 
we resolve& 

i Polices and procedures are in place to properly compensate all compensable calls 
originated &om validatcd payphone ANls. In addition, such reports are 
maintained for the period required by the FCC. 

i Policies and proccdures are in p k e  regarding controls over changcs to applicable 
software, including persons responsible, management ofthe chanyes, and 
vnlidation ofsuch changes, ensuring that the changes do not negatively affect 
integrity of the records proccssed or [he results of promsing such records. 
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Description of Controls and Te.yts Performed 

Our test of thc cffccheness of the policies, proccdurcs. and controls included tests wc 
considered necessary to evaluate whether those controls, and the extcnt of the compliance 
with them, is sufficient to providc rcasonable. but not absolute, assurancc that the 
specified control objectives were achieved during the period between April I ,  2005 and 
June 30,2M15 Our tests of the operational ctrcctiveness of wntrols were designcd to 
cover the period from April I, 2005 through June 30.2005. 

Test procedures performed in connection with determining the operational effectiveness 
of controls are described as follows: 

I .  Comoborativc inquiry -Made inquires of appropnatc pcrsonnel and corroborated 
rcsponses with other personnel to ascenain the compliance of controls. 

2.  Observation - Obscrved application of specific controls 

3 ,  Inspection of evidentiary material -inspected documents and reports indicating 
the perfrlrmance ofthe systems and controls. 

4.  Transaction testing - Used reports to recreate and document controls. 

Key Control Objech’ws 

Key Control Objective #1 

Paymcnr roles con eirhsr he hased OII  (1 mtc tiegorioted hetwasn the mer omf the PSP or 
ihu F(T drfrnrlt rule. 

Tests Performed 

I ) BCI calculates NetworklP’s DAC obligations based on the rates negotiated between 
tho SBR and thePSP. or where applicable, the rates included in FCC Order 96-128. 
Per discussion with Toni Van Burkleo, there are no agreements for dtcmative rates 
wi th  PSI%, sincc all PSP interaction prior to HC:I was handled through rhe carriers. 
All  raws at this poini are the FCC default rate, which is currently $0.494 pm 
compensable call. 

Wc rcvicwcd the DAC service summary repoil. noting that the calls paid for the 
quarter for PSPs ofcarriers processed by HCI were at the default rate of.494. 
Appears reasonable, 

2) For the ITFS services, we reviewed the Junc rcconciliations NctworkIP pwfonned 
against the 1k:C invoices, noting that discrepancies were based on number of calls, 
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but that every camer is paid a minimum of 494 per wmpsnsahle call. We found no 
exceptions E x c m  payments exist where the carrier charges to invoica NetworklP 
and process paymeni to PSPs Appears reasonable. 

Key Control Objective #2 

Policies and j~rocedures are in pluce reluting /o repor/i%p elurnenis w required in the 
LIAC service Agreement 

Policy or Procedure 

Per discussion with Peggy Gaitan, Billing Manager for BCI, reports arc prepared on a 
quarterly basis for use by LECs, SBRs, and PSPs detailing the calls that originate by 
owner, the rate paid on each of those calls, carrier IDS, and information regarding the 
validity ofthc claim presented. Additional reports may be constructed for any party 
including ANI Master Lists, potentially fraudulent calls, dispute items, and other, as 
deemed neceswry by any party. 

Tests Performed 

I ) We reviewed the reports that were provided by BCI, noting that they were reconciled 
against internal reports by Martha Middleton, Accountant 

2 )  For the category “unmatchcd rccords”. we noted that the detail for these calls was 
provided for accrual and inveaigation purposes. 

Key Objective 113 

h t o  IS storedjor aperiod ut Iesf LU long us required by FCC rules 

Policy or Procedure 

Through interviews with key personnel, we noted that all records we kept on CDy at the 
bank, and information related to CDRs is maintained live on the syslem for 13 months. 
Per Josh Owings, data integrity on these CDs has not been rwnl ly  tested, and regular 
resting ofthe back-up data, including uploading [.he offline database to an archive server 
and restorin8 the data to a server which is running Infomix, will now be performed 
rebwlarly. 

Key Objective #4 
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l'mcedures ure Iii piace to cstahIi.rh proper PSP owrwshp 

Policy nr Procedure 

Since Network3 does not deal with the PSP directly: it relies on the controls at BCI and 
the LEC to validate PSP ownership. To validate PSP ownership ofthe ANI being 
claimed by any specific PSP. the LEC is required to provide to BC1 a list of all ANIS for 
which thc LEU provided dial-tone service during the quarter In this way) every claim for 
wmpensation shoufd be verified by LEC information validating the owner and the ANI. 

'rest Performed 

We rwiewed the Internal Contrd report of BCI and noted that their auditors have tested 
PSP ownership validation, and concur with the steps taken to verify such. A p p m  
reasonable. 

Key Objective #5 

.Sv.vtem repwtiug.for d l  Eligible cnlf.~ is hoth uccuraIe urd c~,mpIctc! 

Policy ur Procedure 

Sec above for deiail description of payphone tlag switch validation. In summary, thc 
switch platform generates call detail records with payphone flags and infodigits, and any 
call with a payphone flag is picked up in a summary rcport run from the lnformix 
reporting database and processed to BCT, or validated against LEC invoices. 'These 
summaries are sent to BC1 or reconciled in house, and payphone reports are validated and 
or created before hnds are transferred via wirc transfer paymcnt. We note Nctwork IP 
had not been recognizing 07 or re-origination calls as DAC-compensable, as they had 
received information that these indicators were not valid DAC compensable for 
pdyphones. We tested tbc occuucncc oCihere items, and noted khat it is less than 1% of 
their tor81 calls. Additionally, 07 infodigits can be sourced from other phones that are not 
payphones, and NetworklP had received complaints from their customers around 
misbilling Tor 07 infodigits as payphone originating calls. We recommended that 
NctworkLP run additional queries for the 2"d quarter. 2 0 0  that match up both the 07 
infodigit. reorigination CDRs and the compensable payphone AMs to determine the 
materiality of the non-compensed 07 infodigit and rcorigination calling.. If the amount is 
determined to be material, then we recommend that NetworW perform a sort of data on 
the 07 infodigit each quarter, using an APCC provided list of exclusively 07-coded ANI 
lines. NerworkIP has agreed to begin this process to determine materiality. Appears 
reusonable. 

Tests Performed 

Page 16 
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I )  We interviewed personnel responsible for various aspects ofthe reconciliation 
process, including key personnel at BCI to gain an understanding of thc process and 
thc internal contnil environment. Appears reasonable. 

2) We reviewed thc payphone logic and determind that the field parameters are sound, 
with the cxoeption, noted above of needing to identify re-origination and 07 digits as 
compensable. We note that these calls rqresent less than 1% oftotal calls. Appears 
materially reasonable. 

3)  We statistically sampled calls from the original CDR for those dates to the payphone 
reports generated for BCI, noting that the entire sample of payphone Hagged calls 
tested appears on the BCI teprt. with the exception of the 07 and reonginition calls, 
3s discussed above. 

4) We recreated the reconciliation oftha BCI payment report to the NetworklP monthly 
reconciliation report, without exception. 

Key Objective #b 

$wt:(/?c pc!r.wiirid h v e  heen ide.)rt!jied UJ’ responsible for draflittg mid mainlini,ig 
riec~ssmy hzc.stniw.r rc?rpiremcnis relaling 1 0  NelworkfP :s .~y.?lem reyuiremcnt?i. Martha, 
. Jmh. Toni 

Spc)t’c!fjc ~ W S O I I ~ ~ ~  have hem iderri$ed/iv verifying curnpcttsuliun I(J t 3P . s  - M u r h  

Specific Persotim.l hcls becti iden/:jed,fix handling dI.sptr rrsolutirin with P3Sl?s - 
Murlhn 

Policy o r  Procedure 

NetworklP has substantially segregated and assigned responsibility for drafting and 
maintaining necessary business requirements, like switch program logic. report 
preparation and fumdtting, vali&dtiun of payment to PSPs and validation of reporting to 
various parties withid the NetworklP organization, 

‘I’eats Performed 

We interviewed various personnel to understand their roles in the DAC process, noting: 

I )  That Josh Owing, as Programmer, is  responsible for all the validity ofthe initial 
CDRs 

2) That Ashley Johnson, Programmer, rutis the repon in Informix that is ultimately 
the basis fix the formatted report that is submitted to RCI 
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3) 'That Manha Middleton, Accountant, verilies through the ODESSI system that the 
call records that were Sent for payment validation are consistent with the 
payphune flagged CDRs that are presented through the platform originally 

4) 'l'hat.'I'oni Van Burklew authorizcs thc wire transfer to enable PSP payment after 
review of the report sent by BCI 

5) 'That Martha Middieton is responsible kior dispute resolution with carrier- 
customers and their PSPq generating CDRs and reports that are used in dispute 
resolution. most olten to validate the claims of incomplete or reorigination that 
indicate a non-compensable call. 

Appears reawnable 

Key Ohjective #7 

Policy or Procedure 

The detailed process narrative for BCI explains the procedures for generating these 
rcpotts in greater detail. NetworklP does ensure that BCI has monihly files ofCDRs with 
payphone flags. ANIS, numbers called and idodigits and CIC codes w that originated 
calls with eligible DAC can be determined. and validated ANIS. non-validated ANls. 
potentially fraudulent calls and calls with ownership issues can be identified. 

Tests Performed 

We reviewed the reconciliation repon run ffom ODESSI and compared it to the summary 
payment report generated by RCI without exception. We note that CIC codes and Carrier 
IDS were added to the report beginning in March, 2005 

Key Control Objective #8 

Prucecliircs urc In place io i&n!i& caul iniJestigate p o t e n t l a I l y f l e ? i r  calls mid arc 
r(?,so/iwd, 

Policy o r  Procedure 
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The introduction of BCI is an improvement to the identification and investigation of 
fraudulent calls. A report is run by BC1 on each ANI to dimmine ifthe call volume 
exceeds the threshold of720 calls per month. For all ANIS that excerd this limit, a fraud 
report is prepared that is submitted to NetworklP, the PSP and the LEC which includes 
[he ANI, PSP and call  count^ 

Tcsts Performed 

We inquired ofpersonnel whether any Fraudulent usage had yct been identified, and 
noted that there had been one ANI with an exceptional number of calls during the quartcr 
under review. The ANI was identified to NetworklP and the DAC was put into suspense 
until further investigation-;.e inquiry with BCI whether other SRRs had a similar 
experience of this ANI, request for call validation from the ANI owner-could be 
pursued Appears reasonable. 

Key Control Objective #9 

I'cdicrs imiprodi i t rer  we in place IO proprb ccmpemate all compensable cdis 
or~gnatedfronr valt&ietipqphmie ANIS. In &iiion, mch r e p m  are mmntarnedfor 
the period required by the FTC 

Policy or Procedure 

See thc narrative on DAC reconciliation and payment process above for grcatcr detail. In 
summary. CDRs from the switch are sorted for payphone flags. these records are 
summarized in the appropriate fomat for BC1, who validates, reconciles and pays PSPs 
based on the intersection of information provided from the platform. the LEC and the 
PSP. A summary report of valid and invalid claims is w i t  to NetworklP each quarter, 
which validates the report before wiring funds for payment to the PSP. 

All data is stuwd on CUs in thc bank, and 13 mvnths are stored live on the system. Per 
discussion with key personnel, this data will be taken out and restored to an active. but 
not live, server to test control totals and e w c  that the cpll records remain unchanged 

Teats Performed 

I ) We interviewed personnel responsible for various aspects of the reconciliation 
process. idcluding key personnel at BCI to gain an undcrstanding of the process and 
the internal control environment Appears reasonablc 

2 )  We statistically sampled calls from the onginal CUR for those dates to the payphone 
reports generated for BCI. noting that the entire sample of payphone flagged calls 
tested appears on the BCI report 
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3) We recreated the reconciliation of the BCI payment report to the NetworWP monrhly 
reconciliation report, without exception. 

Key Control Objective #lo 

Policies mdprocedures are in phce regarding corilrols over changes to applicable 
software, including perrons re,pmibIe, manugment (#the chmge.r, and vuli&tion of 
such changes, ensuring ?ha? the changes do not neptively e e c t  integriry of'thc records 
processed or the restrlts ofprrxe,x$ing .such records. 

Policy or Procedure 

NetworkLP has established policies and procedures regarding system changes, including 
spwific policies regarding: 

System change approval 
Identification of responsible persons 
System security controls - Program security controls 
Capabilities to test changes and compare to known results 

Tests Performed 

We interviewed key personnel and reviewed the Jogic associated with generating 
payphone flags, as well as re-origination Rags and completed calls. We rcviewed 
documentation with regard to the above and notcd that it was consistent with stated 
policy. Appears reasonable. 


